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global MSS system of a non-U.S.-licensed, historically private, unaffiliated entity only once:

(a) The national market(s) of the foreign administration(s) coordinating and/or
licensing a non-U.S.-licensed MSS system afford(s) U.S.-licensed MSS systems
effective competitive opportunities; and

(b) U.S.-licensed MSS systems have access to 80 percent of the total population of
the national markets of the non-U.S.-licensed MSS system's investors.

TRW urges the Commission to apply a similar, but more stringent, test with regard to the

global MSS systems of IGO Spin-Offs, as set forth in Section V below.

B. ICO's Attempts To Shelter Its Own MSS System From Any "Critical Mass"
Test Are Unabashedly Self-SeryiD&.

In its comments, leo offers the Commission an assortment of inconsistent and baseless

arguments against the application of a "critical mass" test to U.S. Earth station applications for

authority to communicate with the MSS systems of IGO Spin-Offs. TRW urges the

Commission to see these arguments for what they are: a desperate attempt to prevent the

establishment of a policy that will force ICO to compete fairly with U.S.-licensed MSS

systems.

ICO acknowledges that the Commission specifically asked commenters addressing the

application of a "critical mass" test with regard to non-U.S.-licensed MSS systems to propose

a definition of the term "critical mass. "~I Instead of responding to this invitation with such a

definition, however, ICO merely complains that the Commission did not provide one itself.~1

ICO also argues that a "critical mass" test is inappropriate with respect to non-U.S.-

ICO Comments at 24-25 (citing NPRM, FCC 96-210, slip op. at 17 (~ 47).

ICO Comments at 24-25.
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licensed MSS systems on the grounds that foreign countries other than the country whose

administration licenses such a system will have no interest in whether that system obtains

access to the V.S. market.,w Curiously, ICO argues elsewhere that the interests of foreign

entities in V. S.-licensed MSS systems will give those entities' nations the incentive to open

their markets to those systems.~ Obviously, then, investments in global MSS systems will

give the governments of the investing entities the incentive to open their markets - and much

more so when the investing entity is an arm of the government itself, as many of ICO's

investors are - if the Commission employs a "critical mass" test with regard to non-V.S.­

licensed MSS systems. It is partly for this reason that TRW has proposed an ECO-Sat test for

applications to communicate with such systems that is based on investors' interests in those

systems.

There is no basis for the claims of ICO and Kokusai Denshin Denwa Co., Ltd.

("KKD") that a "critical mass" test for applications to communicate with non-V.S.-licensed

MSS systems would punish most investors in those systems for the "sins" of "a few" nations

that keep their markets closed to V.S.-licensed MSS systems.~1 Initially, TRW disputes the

suggestion that only "a few" countries will keep their market entry barriers to V.S.-licensed

MSS systems in place. To date, very few countries have offered to open their markets for

satellite services to V. S. licensees at all.

~ lilat 35.

~ ~ ill.. at 28-32, 39 n.62.

21J lil at 26; KKD Comments at 2.
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Even if only "a few" nations with interests in a non-U.S.-licensed MSS system were to

remain closed to U.S.-licensed MSS systems, however, TRW urges the Commission to keep in

mind that all nations with interests in that system would benefit directly from the unfair

advantage that the system would have over U.S.-licensed MSS systems, based on its broader

foreign market access. There is no injustice in denying all investors in such a system the ill-

gotten gains of anticompetitive behavior. On the contrary, the use of a "critical mass" test

with regard to non-U.S.-licensed MSS systems will encourage investors in such systems to

influence one another to adopt open market access policies, so as to be able to benefit from the

entry of the systems in which they have invested into the U.S. market. Thus, under a "critical

mass" test, the reduction or elimination of "free rider" activity on the part of nations that have

invested in non-U.S.-licensed MSS systems will benefit the U.S. MSS market, U.S. MSS

systems and investors in non-U.S.-licensed MSS systems.

v. The Commission Should Adopt TRW's Proposal That Applications To
Communicate With The MSS Systems Of IGO Spin-Offs Be Subject To A More
Strin&ent "Home Markets"I"Critjcal Mass" Test.

A. TRW's Proposed Test Addresses The Concerns Of The Many Commenters
Recommending Close Scrutiny Of Any Proposed U.S. Market Entry By
IGO Spjn-Offs.

Numerous commenters agree that it is essential for the Commission to take full account

of any and all privileges, immunities and other advantages that IGO Spin-Offs may enjoy as a

result of ongoing or former ties to the IGOs that created them in considering U.S. Earth



- 25 -

station applications to access the satellite systems of those Spin-Offs.al As one commenter

observes:

The IGOs retain extraordinary capabilities to compete unfairly, many of which the
Commission acknowledges. As multinational governmental treaty organizations, the
IGOs are endowed with special privileges and immunities. The IGOs receive favorable
tax treatement and in many instances are exempt from national regulation. The IGOs
currently enjoy dominant market positions in the international satellite services
markets, and typically the IGO member entities are the primary (if not only) suppliers
of satellite services within their countries. Moreoyer. as the Notice reco~nizes. the
pro~eny of the IGOs are likely to retain many of those adyanta~es. because they will
enjoy a treaty-based herita~e and will continue to have si~nificant ~overnmem

ownership.~I

TRW believes that the Commission can best address any unfair advantages that the

MSS system of an IGO Spin-Off may enjoy as a result of ties between the Spin-Off and its

IGO by granting such a system U.S. market access only after:

1lI See. e.~., AT&T Comments at 14-17 (Commission should examine applications to access
systems of IGO Spin-Offs by means of enhanced public interest test); Columbia
Comments at 21-25 (Commission should apply special "critical mass" test with respect to
such systems, and insist on U.S.-licensed system access to 80 percent of total population
of nations represented by entities investing directly or indirectly in an IGO Spin-Offs
system); DlRECTV Comments at 20 (only ifICO is found to be truly separate from
Inmarsat should it be treated just like any other global MSS system); Comments of Japan
Satellite Systems, Inc. at 6 (treat IGO affiliates like private companies only if they
undergo genuine privatization); Lockheed Comments at 13-24 (apply same market access
policies to Inmarsat's Spin-Off but take into account competitive advantages of any
privileges, immunities and related benefits it enjoys); Loral Comments at 27-28 (take into
account any benefits enjoyed by an IGO Spin-Off that its predecessor enjoyed, whether or
not any ties now exist between the two organizations); Orbcomm Comments at 5-8
(consider U.S. market entry by IGOs or their progeny by means of a "critical mass" test
as well as an additional test examining potential adverse impact of such entry on
competition with the United States and abroad).

~ Orbcomm Comments at 6 (citations omitted) (emphasis added). ~~ GAO Report at
10-14 (raising concerns as to continuing role ofInmarsat in ICO, and the impact thereof
on ICO's ability to block access to its competitors).
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(a) The national market(s) of the foreign administration(s) coordinating and/or
licensing the IGO Spin-Off's MSS system afford(s) U.S.-licensed MSS systems
effective competitive opportunities; and

(b) U.S.-licensed MSS systems have access to 80 percent of the total population of
all nations represented by entities investing directly or indirectly in the IGO
Spin-Off's MSS system; and

(c) U.S.-licensed MSS systems have access to the top 10 markets (ranked by
population) represented by nations or other entities investing directly or
indirectly in the IGO Spin-Off's MSS system.~1

After the Commission has applied this enhanced ECO-Sat test, TRW urges it to scrutinize an

application for access to the MSS system of an IGO Spin-Off by means of an enhanced public

interest test focusing on the nature of the relationship between the IGO and its Spin-Off.W

B. The Commission Should Disregard ICO's Claim To Be A Private Entity
Without Interpverumental Privileus Or Immunities.

The attempts of ICO and Comsat to depict ICO as a private entity lacking in any

intergovernmental privileges or immunities are neither accurate nor appropriate.~1 This

proceeding is not the proper forum in which to debate the merits of W new, non-U.S.-

licensed entity's proposed entry to the U.S. market. Nevertheless, because ICO and Comsat

§!l/ & TRW Comments at 18-26.

§lI &M.. at 34-36. The Commission should not be misled by ICO's claim that the
Commission would encourage more privatization in the international satellite
marketplace by presuming that IGO affiliates are truly private entities. ICO Comments
at 45. In reality, the adoption of such a presumption would only invite entities such as
ICO that have the benefit of intergovernmental privileges and immunities to exploit
those advantages so as to eliminate competition within the United States and abroad.
The result would render the entire exercise of IGO privatization pointless.

§1J ~ ICO Comments at 29,31,42-44; Comsat Comments at 30 n.53.
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have attempted to place ICO's desire to enter the U.S. market at issue, TRW is compelled to

respond to their grossly misleading assertions.

In this respect, TRW directs the Commission's attention to the ongoing proceeding

regarding Comsat's application to participate in the procurement of ICO facilities.~1 In that

proceeding, TRW and other parties have supplied the Commission with overwhelming

evidence that leo is nothing more than the fourth satellite generation of Inmarsat, and will

rely on Inmarsat to provide for it all functions that a truly independent company would provide

for itself.@ The Commission must not allow ICO and Comsat to use the instant proceeding to

obtain a judgment on ICO's status that Comsat cannot justify in a forum where that status is

properly under consideration.

The Commission should know that a widespread perception exists both in the United

States and abroad that ICO and Inmarsat are, for all intents and purposes, one and the same

entity. Indeed, so pervasive is this perception that the top executive at Hughes Electronics

Corp., one of only two non-Inmarsat-Signatory owners of ICO, was quoted as stating that ICO

(known at the time as Inmarsat-P) would be successful against the U.S. MSS systems because

"[w]ith the kind of signatories Inmarsat has, you have an advantage over other systems. We

Application of Comsat Corporation for Authority to Participate in the Procurement of
Facilities of the I-CO Global Communications Limited System (File No. I06-SAT­
MISC-95) (filed May 1, 1995) ("Comsat Application").

See. e.~., Petition to Deny of TRW Inc., File No. 106-SAT-MISC-95 (filed June 23,
1995) (detailing the existence of so many fundamental ties between Inmarsat and what is
today ICO that the two constitute virtually one and the same entity); Reply of TRW Inc.,
File No. 106-SAT-MISC-95 (filed August 31, 1995) (providing further analysis of these
ties).



- 28-

are ~Qil1i tQ be able to QPerate in a lQt Qf places where SQme Qther systems will not be able to

~. II~I The executive went Qn tQ nQte that "[t]here is a cQmpetitQr tQ [lCO] that is having a

hard time because they dQ nQt have the right tQ Qperate everywhere they want. II~

There are, in fact, numerQUS, cQntractual and financial ties between ICO and Inmarsat,

and the tWQ nQminally separate QrganizatiQns make nQ attempt tQ disguise their plans tQ share

each Qther's services and facilities with a view tQwards an ultimate merger.w ICO's recent

incQrpQratiQn Qf Inmarsat's cQmpetitive principles regarding the ties between Inmarsat and

ICO intQ the MemQranda Qf AssQciatiQn Qf ICO GIQbal CQmmunicatiQns (OperatiQns) Limited

("ICO(O)") and ICO GIQbal CQmmunicatiQns (HQldings) Limited ("ICO(H)") will dQ little tQ

prevent ICO frQm acting as an extensiQn Qf Inmarsat.~I TRW questiQns whether Cayman

Islands law - tQ which bQth ICO(O) and ICO(H) appear tQ be subject - will ever be enfQrced

SQ as tQ ensure that the members Qf these entities abide by the entities I respective MemQranda

Interview with Michael T. Smith, Space News, OctQber 9-15, 1995, at 22. A CQPY Qfthis
interview is attached heretQ as Appendix A.

As TRW has previQusly Qbserved, the SubscriptiQn Agreement between leO and
Inmarsat specifically cQntemplates the eventual "harmQnizatiQn and eVQlutiQn Qf the
range Qf services" Qffered by ICO and Inmarsat and the use Qr sharing Qf each entity's
services Qr facilities by the Qther. & PetitiQn tQ Deny QfTRW Inc., File No. 106-SAT­
MISC-95 (filed June 23, 1995), at 4-5; CQmsat ApplicatiQn, Exhibit 2 (SubscriptiQn
Agreement), Schedule 2 at § 4. As but Qne illustratiQn Qf the dangers inherent in this
blurring Qf QrganizatiQnal bQundaries, TRW nQtes the Executive Branch's previQusly
expressed CQncern that the exclusive right Qf leo and its investQrs tQ use the Inmarsat
name and lQgQ thrQughQut the WQrld will allQw them "tQ reap the cQmmercial
cQmpetitive advantages Qf Inmarsat's reputatiQn." Executive Branch Letter at 3-4.
Such is nQt the behaviQr Qf a truly private, independent entity.

CQntra, ICO CQmments at 44.
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of Association. In any case, Cayman Islands law permits a company to alter, add to or modify

its Memorandum of Association by Special Resolution.~1 ICO(O) and ICO(H) have already

done so in order to incorporate the Inmarsat principles, and can easily do so again to remove

them.

ICO's various arguments to the effect that it has no special ability to gain access to

foreign marketsW are undermined by the direct and indirect interests that numerous foreign

government entities hold in leo. It is no secret that Inmarsat - holder of a significant

ownership interest in ICO - consists mostly of Signatories owned and/or directed by member

governments.1!! In addition, the vast majority of the other ownership interests in ICO are held

by these very same government-owned and/or directed Signatories.

The assertion that these investments will not give the investing governments a reason to

give ICO market access simply strains credulity. In fact, the interests of numerous foreign

governments in ICO give those governments an obvious incentive to discriminate against

ICO's U.S.-licensed competitors when those competitors seek comparable market access

The Companies Law (1995 Revision) §§ 9,23, 59 (Cayman Islands), reprinted in
Commercial Laws of the World, Cayman Islands, at 13-14 (Dec. 1995).

ICO Comments at 29-32,44.

1J.! Ofthe 78 Inmarsat signatories, 73 are national government regulators and/or government­
owned providers of telecommunications services. ~ Inmarsat Member States,
Signatories, Investment Shares and Council Membership, Inmarsat Doc.
ASSEMBLY/11/1/ADD/I, Revised Annex IV (Jan. 23, 1996). The only Inmarsat
Signatories that do not have government ownership are those from Canada, Chile, New
Zealand, the United Kingdom (where the government does holds a "golden share"
permitting it to veto action by its Inmarsat Signatory, British Telecom), and the United
States. Of course, all of the Parties to the Inmarsat Convention are national governments.
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abroad. Many of the entities investing in lCD, for example, participate in the consortium of

European Postal, Telephone and Telegraph entities known as CEPT. A working group of

CEPT, PT22, has recently developed a spectrum plan for the 1.612.4 GHz bands that are to be

used by lCD's U.S. competitors which can, at best, be described as punitive.w The PT22

band plan was sponsored and vigorously pursued by the United Kingdom, which, not

coincidentally, is the notifying administration for lCD's satellite network for International

Telecommunication Union coordination purposes.1Ji In addition, the nine European

administrations initially voting for this competitively disadvantageous band plan - Germany,

Norway, Sweden, the United Kingdom, Turkey, Italy, France, Portugal and Romania - are

all Inmarsat Signatories holding either direct or indirect financial interests in ICO. Not

surprisingly, ICO is the one entity that is decidedly favored by the CEPT PT22 band plan.7J.!

The Executive Branch has urged the Commission to hold any application that would

~ Appendix B hereto.

ICO Comments at 4. Recently, the PT22 group has been developing a proposal that
would exclude from licensing consideration any 1.6/2.4 GHz band MSS system that is
not brought into operation by a date certain (which could be as early as January 1, 2000).
This provision, too, is punitive and discriminatory, as it conflicts with the ITU regulations
which permit the date of a system's "bringing into use" to be up to nine years from the
date of advance publication. In the case of the U.S. MSS Above 1 GHz systems, the
nine-year period expires on April 28, 2001.

~ Appendix B at 2-3. Thus, lCD's claim to be a strong advocate "of open, competitive
and non-discriminatory market access for itself and its competitors" rings hollow. ICO
Comments at 5. TRW notes that the objections raised to the Commission's proposed
ECO-Sat test by the Delegation of the European Commission ("EC") in the EC's
informal, late-filed comments in this proceeding are remarkably similar to those raised by
lCD, and equally lacking in merit. ~ EC Comments (filed with the U.S. Department of
State on August 9, 1996).
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permit ICO services to be provided in the United States in abeyance until such time as

empirical data on the ability of U.S. handheld telecommunications service providers to secure

nondiscriminatory access to foreign markets can be obtained.12 TRW urges the Commission

to follow this recommendation, and to view the blatantly anticompetitive activities of lCD's

investors within CEPT PT22 as proof that the time for granting U.S. market access to ICO is

by no means at hand.

C. ICO Must Not Be Permitted To Enter The U.S. Market In The Guise or
Inmarsat.

Certain commenters, including Comsat, seek Commission consent in this proceeding to

the domestic provision of Inmarsat's "traditional" services.~1 In view of the possibility of an

eventual "convergence" of Inmarsat and ICO - which would presumably render services

provided by the two nominally separate entities indistinguishable - the possibility cannot be

ignored that Inmarsat may seek a contractual arrangement with ICO by which these

"traditional" Inmarsat services would be provided via space segment licensed to ICO.

Any provision of handheld MSS via the facilities of an IGO Spin-Off within U.S.

territorial boundaries by any entity would necessarily constitute U.S. market entry by that

Spin-Off. The Commission must therefore subject any such activity to the ECO-Sat test that it

ultimately adopts for IGO Spin-Offs, as well as to the enhanced public interest test for such

12 Executive Branch Letter at 4.

1§! ~ Comsat Comments at 10-25; BTNA Comments at 10.
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entities that it proposes in the NPRM.TI/

VI. An Expanded "No Special Concessions" Policy Or An "Effect On Competition"
Test Are Insufficient Alternatives To An ECO-Sat Test For Applications to Access
Non-U.S.-Licensed MSS Systems.

A. ICO's Recommendation That The United States "Lead By Example" In
Adopting A "No Special Concessions" Policy Is A Siren's Call That The
COmmission Must Not Follow.

According to lCD, the Commission can best ensure a fully competitive domestic and

international market for MSS not by adopting an ECO-Sat test, but by (a) unilaterally

prohibiting U.S. MSS system licensees from acquiring or enjoying special arrangements that

unfairly disadvantage any U.S.- or non-U.S.-licensed MSS system operator (for reasons other

than spectrum scarcity), and (b) urging national regulators in the home markets of non-U.S.-

licensed MSS systems to do the same.~ lCD's suggestion is completely unsatisfactory, even

without regard to the irony of its proposal that the Commission address the issue of foreign

satellite access to the U.S. market by imposing an additional burden on U.S. satellite

licensees.

Although ICO states that it "is confident" that national regulators in foreign countries

would follow the United States' example in adopting such a "no special concessions" policy,121

it admits that other nations may IlQt follow that example for an indeterminate period of time&'

71! NPRM, FCC 96-210, slip op. at 25 (~73).

ICO Comments at 37-41.

llL. at 40.

llL. at 41.
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- thus leaving U.S.-licensed MSS systems with spotty access to foreign consumers around the

globe. lCD's apparent solution - i.e., that U.S.-licensed MSS operators plead their cases to

the notifying administration of an offending non-U.S.-licensed MSS system, to the WTO, or to

other "multilateral institutions"B.lI - is no solution at all, as U.S. MSS system operators would

fmd it impossible to obtain effective relief on a timely basis. In the meanwhile, of course,

ICO would be able to make use of its numerous ties to foreign governments and its

international image as an arm of Inmarsat to gain asymmetrical access to virtually all

significant foreign markets. lCD's proposal is thus no substitute for the type of ECO-Sat test

for MSS proposed by TRW herein.

B. Comsat's Proposed "Effect On Competition" Test Is Vape And Ineffectual.

Comsat recommends that, instead of employing an ECO-Sat test in evaluating

applications for communications with non-U.S.-licensed MSS systems, the Commission should

adopt a simple public interest test to measure the effect on competition in the U.S. market of

entry by such systems.R1 Comsat's proposed test is hopelessly vague and, premised as it is on

the false notion that "few of the major foreign markets are in fact closed to U.S.-licensed MSS

providers, "~I would do nothing whatsoever to ensure that U.S.-licensed MSS systems ever

obtain market access abroad.

1lI hhat41 n.63.

Y! Comsat Comments at 27-29.

~ ld.. at 28.
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Comsat's proposed test is so amorphous as to be unworkable.~/ In fact, the "effect on

competition" test would provide non-U.S.-licensed MSS systems with no guidance at all as to

the requirements that they must meet to gain entry to the U.S. market, nor would it give the

Commission a clear standard with which to judge applications for such entry. The natural

consequence would be endless rounds of litigation, unfairly delayed access to the U.S. market

by non-U.S.-licensed systems, and a great waste of the Commission's limited resources.

TRW believes that, without the encouragement provided by an ECD-Sat test of the kind

that it proposes, foreign administrations would have no cause to open their markets to U.S.-

licensed MSS systems. Faced with Comsat's unpredictable "effect on competition" standard,

in fact, foreign administrations are likely to impose their own vague standards that would

entangle U.S.-licensed MSS systems in battle after legal battle in each foreign market they

wish to enter. The Commission should therefore employ the ECD-Sat test that TRW proposes

for such regulatory purposes, and consider the effect on competition of U.S. market entry by

non-U.S.-licensed MSS systems merely as part of the public interest test that the Commission

proposes to apply after conducting its ECD-Sat analysis.

VII. The Commission Must License Mobile Earth Stations Used For Communications
With MSS Systems.

Finally, TRW urges the Commission to dismiss out of hand Comsat's proposal that the

Commission refrain from licensing mobile Earth stations used for communications with MSS

~/ Even Intelsat, which urges that the Commission employ the same test for purposes of
considering U.S. market entry by IGDs, is forced to concede that the test is "much
more subjective than either the ECD-Sat test or the [NPRM's] other alternative IGD
tests." Intelsat Comments at 7-8.
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systems.~I There is no basis for Comsat I s assertion that the licensing of such terminals would

be "wildly impractical. "&il Comsat ignores the fact that the Commission has already

established rules for the blanket licensing of the mobile user transceivers that will

communicate with U.S.-licensed MSS systems.IlI There is no reason why the Commission

cannot employ similar rules for the licensing of mobile Earth stations that would communicate

with non-U.S.-licensed MSS systems (incorporating, of course, the ECO-Sat test). Given the

roaming capability that global MSS systems are designed to afford and the facility with which

mobile Earth stations communicating with those systems may be transported across national

borders, the Commission 1Il1lS1license such Earth stations; if it does not, it will abdicate any

effective control over the entry of non-U.S.-licensed MSS systems into the U.S. market.

CONCLUSION

For the foregoing reasons, the Commission should proceed with the design of its ECO-

Sat test and other regulatory mechanisms for the regulation of U.S. market entry by non-U.S.-

licensed MSS systems as set forth in the TRW Comments and discussed herein. The

Commission should affIrm both its commitment to the principles underlying its ECO-Sat test

and its intention to apply those principles to the MSS systems of IGO Spin-Offs in a manner

that takes account of any intergovernmental privileges and immunities or other advantages that

Comsat Comments at 34 n.57.

& Amendment oithe Commission's Rules to Establish Rules and Policies Pertainin~ to
a Mobile Satellite Service in the 1610-1626.5/2483.5-2500 MHz FreQ.Uency Bands, 9
FCC Rcd at 5936, 6016-17 (~~ 208-209) (1994).
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such entities may enjoy as a result of their current or former ties to the IGOs that created

them. In this last regard, the Commission should follow the Executive Branch's

recommendation to hold any decision affecting U.S. market access by ICO in abeyance until

such time as it becomes clearer whether U.S.-licensed MSS systems will have

nondiscriminatory access to other national markets.

Respectfully submitted,

TRW Inc.

By'
orm P. Leventhal

Raul R. Rodriguez
Stephen D. Baruch
Walter P. Jacob

Leventhal, Senter & Lerman
2000 K Street, N.W.
Suite 600
Washington, D.C. 20006
(202) 429-8970

August 16, 1996 Its Attorneys
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is having a hard tim.. because they do not
have the right. to operate everywhere they
want.

Q: Was It a strategic error for
Hughes to focus on 8I\telllte manufac­
turing even when It meant seiling sat­
el1ites to Inmarsat P competitors?

A: I do not know if it is a strategic error
or not. I think we ha\'e eamed 11 reputation
over the years for pfO\iding a high quality,
reliahle product to those customers who
can pay the bill.

Q: Why hll8 Hughes increased Its ef­
forts In the satellite services
business?

A: As time goes on and we look at where

likes or Mel ('oming afler it, it just shows
that we did the tight thing. The markel­
place is there for those who get there fU'St.

Q: Do you think MCI underesti­
mates the difficulty of pntting togeth­
er a direct broadcast l\)'lItem?

A: I don't know. It is not a simple lmder­
t.aJcing. They are a big company in a simi­
lar kind of llUsiness as far as data and
voice transmission. I think they can handle
it.

Q: What are your thoughts on Mc­
Donnell Douglas' interest in acquiring
a satellite manufacturer?

A: I have heard Hany Stonecipher (Mc­
Domlell Douglas president and chier exec­
utive officer) talk before.

He also wants an avionics company.
I think he i~ looking over his shoulder at

what some or his rriends in the aircraft
business have done, but I am not aware of
any specific intent on their part to do any­
thing with anyhody.

Q: Does acquiring a IIlltellite manu­
fadurer make any sense Cor them?

A: I think he is looking at his compl'ti­
tion, and they have vertically integrat.ed
launch capability with satellite capability.

We have always worked Ule opposite by
trying to keep launchers separate.

We wanted a real competitive launch in­
dustry out there, hut we do not have it.

Q: What are your views on launch
quotas with ChIna and RWI8la?

A: We wmlld just as soon not Sef' the
quotas. We would like to see a worldwide
competitive market.

Look at what we have done with reduc­
ing the cost or satellites over time. BllSi­
cally, there is not enougll Immch competi­
tion. A lot of people have rockets, but they
do not all cany the same payload~.

What we rowld interesting with McDon­
nell Douglas was that with a little hit or
work on their part, they could increase the
capacity of t.he Delta rocket. They have
picked up most of our 60 I laun('h..s
(Hughes will Imm.-h at least 10 or il~ liS­
60 J communications satellites on the
planned Delta 3 rocket J. and will give
more competition to both Ariane and
AtJas.

We would like to see lot.s of competition
and open launches without control all over
the world.

Q: Is It your view that the long­
term purpose oC the quota system was
to deal with overcapacity in the Amer­
Ican launch Industry?

A: I do not helieve that ror a minute.
There i~ not enough capacity for launch
capability. We have pointed out a number
of studies to the (U.S. I Commerce Depart­
ment and others who afe interested in the
shortage. There are other reasons for the
quotas.

Q: Do you support the movement In
Congress to dismantle the Commerce
Department?

A: No. I think Ole Commerce Depart­
ment serves a useful purpose. It ha~ been
very helpful, especially in this administra­
tion.

Q: 18 Hughes interested in bidding
for that slot?

A: Absolutel)·.

Q: Could you give a figure of how
much the slot Is worth to HUghes?

A: No. We do not support auctions nor­
mally because we have eJ\joyed the fmit.~

of orbital slots without paying for them.
We do not want to see an ugly precedent
decided every time we are going to require
a slot. But in this ca'lC, it i~ to our benefit
hecause It wllJ delay the process or our
competitor.

It does not matter who it is, It points out
that tJlere is a husiness there. You get the

we want to put our risk-n'lated dollars,
some of these ot.her act.ivities look more
attractive to us than just manufacturing.
Profit.~ are made on the semce side of this
busines.~. What we have done in the video
distribution husiness through Hughes
Communications point.s that out to lLS.

Q: What were the 18sues that took
so long to resolve between Hughes
and lnmarsat P?

A: There were lots of different things.
We are not a signatory. So, on their part
there was some discussion of "Geez, we
need to make a profit on this thing, and
maybe Hughes should have different
rights than other equity holders."

TIlere also was the issue of wholesale
rights.

Q: You want to be an lnmarsat P ser­
vice provider?

A: Not necessarily, but we would like to
have the option in the United States.

Q: Then you obvioUllly think Inmar­
sat P will get approval to operate in
the United States?

A: Yes.

Q: What Is your opinion of the possi­
bility of MCI getting Into the direct
broadcast satellite television (DDS)
business? Do you consider that as
much of a threat to DirecTV'?

A: No. It does not matter if it is MCI,
AT&T, Bell South, anybody. When we built
and designed the system, we put a very
conservative estimate of what we thought
we would have as a business. The break­
even is in the range of 3 million to 4 mil­
lion subscribers.

We knew full well there were three sep­
arate orbital slots (assigned locations in
geostationary orbit for DBS systems serv­
ing the U.S. IlUIlketI and that somebody
- if we were successful - would rollow
us into them.

It is rortuitous that MCI has raised the
issue of an auction (for a DBS license].
We ordinarily do not support auctions, but
in this ca.se. it is going to h<'lp liS he(,allse
it is going to delay the process of a com­
petitor using that orhital slot.

Q: Do you think there wlJl be a Oght
over tl,e slot?

A: Yes, tJ.ere will be a fight over it. It will
take the U.S. Federal Communications
Commission a while to get the auction
niles out., hold the auction, announce the
result.s and award the slot.

Michael T. Smith
Vice Chairman
Hughes Electronics Corp.

Michael T. Smith has risen steadi/J' through the corporate ranks ofGener­
alMotorssincejoining the finn :llmost 30.ve:l1'S ago.

Smitil, 52, helda ~-ariety offinallcial lIUUI:'l!ement positions before beillg
nallled vice chailm:l1I ofIlughes Electronics Corp. ill 1.992. The subsidiary of
Gent'lm Motors COllI. has milium s:r.Ies ofmorc tilan $14 billion.

771(' Worcester, M;I..<;,.,., n:ltive had been vice president andchieffillancial
ollin'r ofllflf(hes Electmnics from the tillle it was fonned ill 1985, when
Gener"al Motors acquired HUf(hes.

LosAnf(eles-ba..,ed HUI!Iuw EI('cfmnic8 mm8 /IOtil Hughes Space and
Commllnication., allll Hughe.'> Cmlllmmicalions Inc. n,e fonller bui/dB
8j),1C{'craJ't SIlch aB the JlS 60I communications satt!IJites; the latter ispursu­
ing fhe Spaceway bmadlmlld conullunications service anda nationwide
rliref't-to-su!Js(Ti!J('r radio ...,'nice.

Smith, who recently trausferred from 80uthem Califomi.1fo Alexandria,
1':1., t'lI;(~I's hiltillf( t/,c ski slop,'." and tnll diug with his fiulli(l' ii/ his free time.

He spoke about /lug/lt'S '/lIIo5i1ll',<;,., ,lI/tiook in an illten-iew lVithSpace
Nt'ws Sf.1fflVriter.Jt'llIIifer Ht'IYlIIema.

Q: Why do you think Inmarsat P will
he succe..""ul against such global IIllt­
..lIite phone eompetitors as Iridium
and Globalstar?

A: Then> are other ractors hesides Isat­
ellile system] cost and quality that. you
have to look at. when you have a world­
wide systt'm.

....1'ich one or these systems offers the
Illost opportunity to hav.. t.he proper land­
ing .ights in various eountries? (Landing
rights lire the legal authority to operate
salellih' systems in a eOllnt.ry.1

With t.he kind of signatories Inmarsat
has, you have an advantage over other
systems. We are going to be able to oper­
ate in a lot or places where some other
systems will not he able to get in.

There is a competitor to Inmarsat P that
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~EPT BAND PLAN - DISCRIMINAnON IN EURQ.PE

After three years ofintense effort, in 1994 the FCC adopted a frequency band plan in CC
Docket No. 92-166 which (in the view ofmost participants) fairly assigned the spectrum available

. for user links in the new Above 1GHz mobile sateJJite service (the so-called "Big LEO" systems).
The Commission's plan split the band by technology:

Uplink

1610 - 1621.35 MHz

1621.35 - 1626.5 MHz

2483.5 - 2500 MHz

to be shared by the licensed CDMA systems

(although there were four CDMA applicants, only two
have been licensed: Odyssey (TRW) and Globalstar (Lorat
Qualcomm»

to be utilized by the single IDMA system (Iridium)

Downlink

Since Iridium is bi-directional in the L-band, the entire S­
band downlink was assigned to be shared by the CDMA
systems

In recent months, after seeing the difficulties encountered in attempting to secure spectrum rights
in other countries, the several U.S. licensed systems have indicated a desire to review again the
desirability ofoperating worldwide according to the band plan adopted by the FCC for domestic
service.
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Over the last several months, however, the European Postal Telephone and Telegraph
consortium (CEPT) has been developing a spectrum allocation plan of its own; one that blatantly
discriminates against the licensed US systems. The current draft recommended CEPT proposal:

Uplink

1610 - 1618.25 MHz reserved for global COMA systems (such as the US Big
LEOs)

1618.25 - 1622.375 MHz reserved for regional European systems

1622.375 - 1626.5 MHz reserved for global TOMA systems (e.g., Iridium)

Downlink

2483.5 - 2491.75 MHz reserved for global COMA systems

2491.75 - 2495.875 MHz reserved for regional European §Ystems

2495.875 - 2500 MHz to be decided

The only other frequency bands currently being proposed for the Big LEO systems
are the 2GHz bands proposed by lCO (the Inmarsat venture). Here, CEPT has determined to set
aside the entire 30MHz worldwide allocation for either "to be decided" or to "regional and global
systems" as a group - namely, lCO. The attached Draft ERC Decision on the Harmonized Use
ofSpectrum, Annex 4 to Doc. CEPTIERCIPT22(96)32, Antalya, 8-10 July 1996 details the
foregoing summary. The major problems for U.S. systems contained in these proposals are the
following:

1. The 4.125 MHz in the uplink reserved onlyfor European systems is in the more desirable
part ofthe 1610-1621.35 MHz band away from interference problems with RAS and
Glonass, which the U.S. licensed Big LEOs would have to contend with.

2. Ofequal concern is the fact that one-halfofthe downlink band is not available to Odyssey
or Globalstar, the two u.s. licensed COMA Big LEOs. Not only has PT22 reserved 4.25
MHz for European Regional systems, it continues to hold back another 4.25 MHz at the
top end of the band for no rational purpose (other than to make the lives ofthe u.s. Big
LEOs more difficult).

1161&'01309&03:39
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3. The band limiting constraints set forth in Items 1 and 2 have real-world consequences to
system viability. Due in part to beam management techniques necessary to avoid self­
interference, restrictions on sub-band assignments in Europe will place additional
constraints on the assignment pattern in Central Asia, and the latter, in turn, can further
constrain assignments in East Asia. Including analysis of capacity limitations occasioned
by these effects, TRW estimates that the CEPT band plan could reduce European revenue
for the Odyssey system by at least 300,10 (and possibly as much as 50%).

4. Ofsignificance in both cases is Note 4 to Annex 1, requiring that Regional European
systems which can coordinate with the Global systems utilize the band segment designated
for Global systems -- thus making their viability more problematic - while still reserving
the same large amount ofspectrumfor other European systems (that mayor may not
materialize). In this connection, it is important to note that there are no separate
reservations for regional systems in the 2GHz bands to be used by ICO; there, regional
and global systems share the same spectrum. (The only purpose apparent for this
dichotomy oftreatment is to make things difficult for the Big LEOS and easy for ICO.)

5. Ifthere are to be European Regional reservations they should not be in bands already
designated by the lTU for global systems; as noted above, these should be reoriented to
the 1.5/1.6 GHz bands.

110911073096103:39
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ERC/PT 22 (S-PCS)
2nd meeting
Antalya, 8-10 July 1996

Annex 4 to
Doc. CEPTJERCIPT22(96)32

Subject
Origin

DRAFT ERC DECISION
ERCIPT22

,

:
DRAFf ERe DECISION ON THE HARMONISED USE OF SPECTRUM

FOR SATELLITE PERSONAL COMMUNICATIONS SYSTEMS (S-PCS)
OPERATING WITHIN THE BANDS 1'10 - 1626.5 MHz, 2483.5 - 2500

MHz, 1980 - 2010 MHz AND 2170 - 2100 MHz

Con.fideri",

(a) that WARC-92 allocated the "bands 1610-1626.5 MHz (E-Sp), 2483.5-2500 MHz
(Sp-E), 1980-2010 MHz (E-Sp) and 2170 - 2200 MHz (Sp-E) to the mobile-satellite
service (MSS) on a primary basis. andtbc band 1b13.8 - 1626.5MHz (Sp-E) on a sccondar}'
basis. " " :

(11) lhdl 111100 U~;; u[ Ul~ C'4:~uc.:Ul,;lQ incUlJoncd In ConsIdering <I) above Js sU1>Jecr 10 co-
ordination under ReSlllution 46 (WRC-9S);

(c) that tt~nsmissioJJ.c; from mobile Earth stations in the blind 1610 - 1626.5 MHl arc
subjccllo the power limits given in RR ~lEj

I

(d) tholl the lOse of the band 1610 ~ 1626.5 MHz is also subject to the provisions of RR 731
(55.363); " " ""I "

I

(e) that RR 733E provides. protection ,to the radioastronoolY service in the band 1610.6 ­
1613.8 MH~. frum both in-band and out-of-band cmissJoM frOnt the Itations of the nlobilc­
salc:IH1c service and the rodiudetcrnlhlftrion-sllteUitc!lcrvicc;

"I "
ICO that WRC-9.~ ndo{)rr.rl further provisions relating fa the mnds mentioned in

Considering (3) above; "

(g) that the usc of the bands 1980 - 2010 MH~ alld2170-<nOO MHz by S-PCS will be
subjecl to successful frequency co-ordination with tbe fiXed sc:rviee and, whc:rc necessary, the
migration of the fixcd-lter'Vice st:ltions from the bands concerned; ""

" I"

(b) that a number of S-PCS providinaboth 116baland re8Io~1 cOverage arc to be brought
into opcrilliun in the b3ncJS mentioned J',l CoIISJf~en'lIg (a~ above;', """" '

" "I
•
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~ .-.'
B. that CEPT Member AtJministrationsshall communicate the national mea~ures

impJcmcntin& tbis Decision to the ERe Chaimlan and the ERO when the Decision j~ nationally
implemented. i

I
r
i

'"

I'

j
I

i
,
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~ .-
(i) thnt the usc or "he mobile earth station by a given S-PCS system rcquires specific
frequency asslanments and is subject to licensIng OD a. natioool ~aSiSj

0) Ill:lt S-PCS using COMA and TDMA cannot share the same frequency banu;

(k) that CEPT believes that S-PCS, both global systems and ~Iional sYSlems, to be
brought into opc;ration in the bands mentioned in considcrinl (a) should be provided with a
level playing field and che frequency deglpation should be $ubj~ct to certain milestones 011 the
dcploynlcnt of the systems; ,

(I) thnt the migration of the fixed scrvic.: systcmi from the bands 1980 - 2()10 MHz and
2170 - 2200 MHz will be the suhject of a scparatcERC Decisioll;

, I

(m) that the (rcc circulation :llld licensing or the Inobile Earth st3tions will be the sUbject of
<1 separate ERe;

(n) that the harmonisation of thc licensing of network operators and service provider~ for
S-PCS services would be considered by CEPT EerRA; I

1. th"'t the bands 1610 - 1626.S MHz and 2483.5- 2500 MHz shall be designated to S-
,pes to he brought intu operation before 1 lanu~ry [2000Jl2001] and that the .bands 1980 ­
2010 MHz and 2170 - 2200 MHz shall be designated to S-PCS to be brought into operation
before 1 J:1nuary 20111 3S shown in Annex 1 to thi~ Decision;

. .

2. that the systcn15 to be operated within these hands shall meet the milestune criteria
given in Annex 2; .

3. that in the event the milestones Drc not met t~e CEPT ERe shan revise as DCC~s.~ary the
designations shown in Annex 1;

4. th~t the Decisions on free: circulation and licensing Of mobile Earth stations shaH
identify the individual systems to be operated within' the f~ucncy bands mentioned in
Decfdes 1 abovcj - . I '

5. thnt CEPT admillistllltions in conducting frequency co-ordination shaH take into
accouut the above D~ldes;

6. that this Decision and other eontpanion Decisions Shilll be reviewed every two ycaTS by
thc ERC with the assistance of the ERO.with a vic", to makin~ adjustments to the frequency
dcsignlltinns shown i~ Anm:x t.,as n~c~ry.whibt taking ac:c?Unt ,of any ncwproposals for
S-PCS tn be brnught lntu Opcru11011 wJthm two years of (he .d.1te .,.~ntJoncd in DeCides 1;

", ,.
7. that thi5 Dccitiion shall enter i~to f\lrec ·on rdayJ [month] [)'car]i

. ·1

. !
:' .:

. I

.' :
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\o\nnex i

Pro"isional dUignalion oUnquenc:y'biads to Global and Rearona. Europe,n S-PCS
employing CDMA aDd TDMAlFDMA teclinoloafes and operating within the bands
1610 -1626.S MHz. 2483.5 - 2500 MHz. 1980 ..: 2010 Mlfz and 2110 - 2290 Mllz

. ;.
~ :

1) 1610 - 1626,5 MHz

1610 16Z1.35 1626.5
" "

..;

CDMA SYSTEMS "
TDMAlFDMA

SYSTEMS

• ItEGIOHAL
" , Ii, '

GLOBAL I.' I RF.cIONAL. ; , 'I ,
, I rAJROI"£AN ' BlIllOrP.AH • ,CLOBAL • '

t 1.2... I. z... ' • i •
1 ' I

{1622.37S]•
• "I, '

.) See section 4.2.2 of lhe Su~mlry Reco~ of the 2nd meeting of PT22.
. .: .

2) 2483.5 - 2500 MHz

2500'. ~ .2494 85.. .
,,' ,,~

t~bt" '

'I'UM~. :
CDMA SYSTEMS "

"

,ftltDU .' decIded
',' ",;,

,
i .tobe'.' uOloNi.!. '.to'l'W,.

GLOBAL' I I decidedI It\lROPIt\.'f IMlOPINI I

l ' "304 . ,. ... •',jj ,

24~3S

, (2495.'75]-
, , ,

.) SCc section 4.2:2,o{ the' Summary Record of the 2nd meeting of pm.
. ' .' ' , l ','

J) 1980 - 2010 MHz j"
I,.

,j

,..1_98_0 ..;lT~.;.90;;..._......,.;, ---...2010
.. . : .

to be decided' , "reJional and &lobal syst~m~~' 6, '
'. ': " ' -: I.,'

,,1.

4) 1t10 - 1100 Mllz

2170 2180 , ,2200'
. I ,

to be decided) ,~iIOnal,a~&!oball~~~~S.·' ' , :
• :.~.... j ; .' . _.' •

, .
, ,

~ .. ' , I
, I'
'.:1 "

, " I:,
,

" " ",1 ','.
. ::. r" ' .

. ;:1 .:


